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for assumption on any side. That there has been an enormous increase of wealth is however obvious from two sets of facts, which are corroborated by many others. First, there has been an enormous increase in the consumption of such articles as tea and sugar,-in the former case from 2V69 lbs. per head in 1861 to 6 i X lbs. per head in 1900, and in the latter from 3 51 lbs. to 88 lbs. per head (see supplementary tables), increases which would have been impossible without a material improvement in the well-being of the masses. Next there has been an enormous increase of the yield of a penny of the income tax, from i,ioo,oool. in 1861 to 2,400,0001. at the present time (see Table IX ), although in the interval the lower limit of the tax has been raised from icol. to i6ol., and the limit up to which abatements are given has been raised from i51o. to 7001. It cannot be assumed then that the country is now burdened more in proportion to its resources by the expenditure of the present time than it was by the expenditure of 70 million ? in 1861. Both sides of the account have to be looked at, and not one only. The growth of expenditure about 1861, it may be interesting to note, was discussed at the time just as the expenditure of the present day is being discussed in some quarters. On 3rd June, 1862, Mr. Stansfeld moved a resolution of protest against growing expenditure, and was strongly supported, Mr. Disraeli dwelling on "bloated armaments," while Cobden and other autborities joined in the onslaught. There was, however, no real discussion of what the expenditure of the State should be and for what purposes, and of what could really be borne by the community, any more than there is now or ever has been at any time in my recollection. The nearest approach to comparisons of that kind was made by Mr. Stansfeld, who described the expenditure of 70 million ? as equal to a tax of 6s. in the ? on the income tax income of the country, and who said that this, at iI. per week per family, would be equal to the maintenance of seven million persons of the working classes for a year. Six shillings per ? on the income tax at 2.400,0001. per penny, the present rate of yield, would give an expenditure of no less than I73 million ?, which approaches the figure of the present time, while the proportion of the working classes that could be maintained for that sum, owing to the increased income of the class, now far more on the average than I1. per week per family, would be diminished and not increased. Such comparisons, however, are hardly to be encouraged, as the expenditure for Government is necessarily the first charge upon the resources of every community, and if it has to be met, no help is given in its proper administration by showing that, as with Mrs. Caudle's 51., something else could be done with the money. 4. The charge for collection of the revenue, apart from the Post Office, like the Civil Service expenditure generally, has remained comparatively stationary, being 2,834,ooo1. now, as compared with 2,569,0001. in 1861. In other words, Customs and Inland Revenue, though we collect double the revenue, cost hardly more now than they did in 1861.
5. The largest increase in civil expenditure, besides education, is in the Post Office department, where the expenditure has risen from about 3 million ? in 1861, to 131 million ? in 1901. This is expenditure, as is well known, which is accompanied by a corresponding growth of revenue, and implies a corresponding increase of services rendered to the country. Even if it grows, therefore, out of proportion to the growth of populIation and income, it is a beneficial expenditure, and need be viewed without concerni, although it may involve an increase of the charge per head of population.
6. We come finally to the real question involved in the growth of expenditure, viz., the growth of charges for Army and Navy. It is these charges, including the charges for actual war, which account mainly for the whole growth between 1861 and 1901. The increase in Army and Navy (see Table III ) is in fact 9o million ?, if we compare 1861 with the present time, viz., from just over 3 I million ? to just over 12 million ?, and it is no less than ioo million ? if we compare 1871 with the present time, viz., from 22-2 million ? to just over 121 million ?. There appears indeed to have been a decided falling off in the charge for the Navy, especially between 1861 and 1871, so that 1871, as already mentioned, becomes an exceptionally low year to start from. What will surprise some of u1s is that Army and Navy were kept under, as they appear to have been, down to as late a date as 1891, so that then as compared with 1871 they show no greater an increase thanl about IO million ?. There is, unfortunately, no doubt about the increase of ioo millioni ?, or thereabouts,-since 1871. We are spending over 121 million ?, where we spent just over 22 million ? in 187 1. Of this increase, as already suggested regarding the growth of expenditure generally, a large part must be really permanient, but the point should be specially considered, as a certain part of the general growth of expenditure, viz., the expenditure for education, and for Post Office, which is also in all probability permanent, is in an entirely different category from expenditure on armaments. We shoulld disregard then, I believe, the classification of 70 million ? of this army and navy expenditure as being for " war," and impliedly, therefore, temporary.
The question is one of opinion, and I should deprecate a very full discussion here, as involving questions of politics; but the overruling facts appear to be that a war expenditure for two years amounting to about 70 million ? a year, followed by an estimate of 40 million ? for the next year, must be held to indicate a situation of a chronic character, implying expenditure of a similar nature for some years to come. The expenditure, in fact, is not so much for war as for the more or less permanent occupation of a difficult country, which unavoid--able circumstances, I for one should admit, compel us to occupy, where there are good reasons also for believing the burden will diminish, and diminish greatly, in time, but where improvement is conditional on our facing the evil at its worst. What we have really to face then on account of South Africa is a costly army of occupation, with correspondi.ng charges for an army at home to send reliefs to it as we now send reliefs to India and oar other colonial possessions.
As to Army and Navy generally, also, the international position appears to be such that for some years to come the British Empire must exhibit a great and unwonted development of force.
The reason is that we are surrounded as we never were before by great military powers who possess powerful and increasing navies; that we have extensive land frontiers in all parts of the globe, with active enemies near them, especially in Asia and Africa, such as we never had before; anid that our stayinig power, if we are checked, owing to our absolute dependence on sea communications for needful raw material as well as food, and for the sale of the productions by which our people live, may be unexpectedly culrtailed. Hence we must make preparations for eventualities, not only as if we were one of the unfortunate continental States who are perpetually in terror of the spectre of invasion, and whose case we have been accustomed to lament from our superior position as girt by the inviolate sea; but we must prepare as if we were exposed to even greater dangers than any continental neighbour.
Our whole position has been revolutionised internationally, and as like causes produce like effects, we must go through the experience in the way of military preparation which our continental neighbours have gone through.
The only question is as to the exact figure at which the permanent itierease of Army and Navy expenditure should be put. It will probably be something less than the 12I million ? at which it now stands, comprising one-half for ordinary Army and Navy expenditure and orne-half for so called war. showing a small increase of taxation on balance to be deducted from the apparent growth of revenue from 70 million ? in 1861 to I1422 million ? in the current year. But this apparent increase, according to the explanation above given, would be far more than the real increase, and on balance there would be no such increase. We are quite within the mark in saying that the doubling of the revenue since 1861 has been effected without any increase of taxes on balance, but rather along with a decrease.2 2. The second point which is obvious on the surface of the tables is the fact of a great change in the relative importance of different branches of the revenue in the total product. A glance at Table V If the current year were taken into account these contrasts would be still as marked. Certain additions have been made to Customs and Excise, so that they exhibit a larger percentage of increase than was the case a year ago; but income tax has also been added to, and the comparison shows up much the same. Leaving aside the Post Office, where the charges stand by themselves as being largely charges for services rendered, and not bare taxation, wc may say broadly that, during the last forty years, income tax and death duties have largely increased in relative importance among the different branches of revenue, and Customs and Excise and Stamps have declined. Thus, while ani addition of about 2 I million ? has been made to the first three branches of revenue in thirty years, an increase of less than 50 per cent., the addition in the case of the second group is almost exactly double, or 41 million ?, and has been at the rate of 250 per cent. Here, again, the effect of the conitrast would hardly be mitigated by including the additional taxes imposed a year ago. The additional weight thrown on income tax and death duties leaps to the eyes." 3. The next point must be that this change in relative position among different braniches of the revenue has not occurred automatically in any way, that is by some taxes in course of time, through a natural development, becoming more productive than others. It has occurred, on the contrary, at least very largely, as the result of legislative and other changes. If we analyse, in fact, the list of taxes repealed or reduced, and taxes imposed or increased, to which reference has already been made, we find that the reductions in the early period are largely reductions of duties of Customs and Excise, and the increases in the later period are largely increases of income tax and death duties. On this head the list of rates of duty on principal heads of Customs (Table X) appears instructive.
There is a slight increase in the charge for spirits; a slight increase on tobacco generally, but a decrease in the rates for cigars and snuff; a great decrease in tea, from is.. 5d. to 6d. per lb.; a great reduction in sugar, from i8s. 4d., or 2d. of reduction has taken place in the income tax as already mentioned, viz., the increase of the lower limit of the tax and the increase of the limit up to which abatements are made (see Table VII ); but this does not alter the fact of the increase of the rate of the tax as far as incomes above 7001. are concerned.' With regard to death duties it would be tedious to make an arithmetical comparison, but two or three changes of obvious effect have been made, viz., the subjection of real property to the same rates anld mode of charging as personal property, an increase of the duties generally, and a special increase of the rate of duty in proportion to the increase of the size of properties. The marvellous increase of the death duties is thus in no way surprising.
The net result of the whole change is the s-ubstitution of income tax and death duties in our tax system for duties of Customs and Excise, especially for duties on tea and sugar, on which we relied largely in 1861, and still relied to some extent as late as 1871. They also take the place, of course, of the minor Customs duties on corn and timber, &c., which existed without any feeling against them as involving a breach of Free Trade, because in fact they yielded some useful money to the exchequer without inconvenience to basiness. S. To show the exact proportion of certain branches of revenue to the total revenue at different times, a separate table (Table XII) If he were a total abstainer and his income were below the income tax level, he would find his burdens even less than they were. A great change has been made in the interval in the substitution of some taxes for others; but we have only to do with substitution and not with an increase of burdens. Opinions will of course differ as to how far the substitution has been wise, and whether the pressure of income tax and death duties on the community as a whole, is not more severe than the pressure of the sugar and tea duties, which contributed a great deal, and the corn, timber, and other duties which contributed a little, to the revenue of thirty and forty years ago; but this is the only point of dispute raised by the present retrospect. As to the changes themselves and the causes, and our ability to meet the increased expenditure of the present time, with no real increase of burden as compared with a recent date, there is absolutely no dispute.
The Growth of Wealth.
The income tax tables and the supplementary tables generally contain further iniformation as to the growtlh of the resources of the country upon which the expansion of the revenue depends. Though it is not really necessary to show the growth of the country's ability to meet the largely increased expenditure of recent years-and I shall probably have an opportunity after 1905, if the Society will permit me, of continuing those studies on the income tax returns which were commenced before you in 1878-still I may be allowed to add a few more remarks bearing directly on this question.
What I should like to notice first of all, then, is that the doubling of our wealth and of our ability to bear increased burdens does not depend on any astonishing change in the productiveness of the industry of the country. It depends mainly on two factors: Financial Betrospect, 1861-1901. b9 (1), the growtth of population, and (2), a very moderate increase in the wealth of the population per head. If the population had doubled, the wealth per head remaining the same, there would be nio doubt of the country having twice its former ability to bear taxation. But short of doubling, the population may increase so greatly in a given time that a very moderate addition to the wealth per head may produce the same result. Now the increase of population is obscured for this purpose by dealing wvith the United Kingdom as a whole, which causes the decrease of population in Ireland to set off in part the increase in Great Britain, although the two peoples are not homogeneous. If we put the two together the inlcrease is from z8-9 millions in 1861 to 4I 5 millions in 1901, or 432 per cent., which would require an increase of nearly 40 per cent. in the wealth per head in the interval to account for the doubling of the resources of the country. But if we take Great Britain only, the progressive part of the country, we find the increase of numbers is from 23-I to 37 millions, or 6o per cent., which would suffice for the doubling of the resources of the country with ani increase of 25 per cent. only in individual wealth per head, by no means so astonishing an increase as that which must be allowed for with a smaller increase of population. Against such an increase the deduction of a portion of the poorer population would be a very small set-off.
What the actual increase per head is since 1861 has been already glanced at. It cannot, in any view, be less than 25 If it were possible to go more into detail with the inicome tax figures than has been found possible at short notice, these conclusions would be stirongly supported.
The large growth of "houses" for instanee, nearly 200 per cent. (see Table XI ), eannot but attract observation.
The great increase of the consumption of tea and sugar has already been adverted to, but the figures as to consumption of meat and other articles in the supplementary tables are equally instruLctive, and it is unnecessary to repeat them in detail. The evidence is, moreover, cumulative, the facts as to revenue supporting the other evidence as to the growth of wealth, and being themselves explained by that growth as they could not otherwise be explained. Nor is another fact apparent on the face of the supplementary tables and of the income tax returns, viz., the fact of a decline or stationiary condition of agriculture and of some other industries, inconsistent with this conclusion.
There is always an up and down in every sort of industry. New inidustries are continually starting up, and no one can foresee fronm year to year in what new directions we are to advanice and where it is inevitable we should recede. The point is to have an increase of wealth and income on balance, and not set too much store on special changes. 2. No part of this increase is due to tbe increase of the debt charge, which has rather diminished.
SummaXry and
.3. Further, the increase is only due in small degree to Civil Service expenditure, which has increased a few millions only, apart from education, while the expenditure of Customs and Excise has hardly increased at all. The increase for education, however, is nearly 12 million ?. 4. A large part of the increase is due to the Post Office departmenit, the outlay for which has risen from q to x32 million ?, in consequence, it is obvious, of the additional services which the department conducts for the benefit of the public as compared with what it formerly managed, and in consequence of the extensive growth of the older services themselves.
5. The main increase of expenditure is, lhowever, due to Army and Navy, on which we spent in 1900-01 over I2I million ? as compared with little more than 30 million ? in 1861, and about 22 million ? only in 1871. Although 70 millio-n ? of this increase is set down in the budget as for war, the ordinary growth of Army and Navy being set down as no more than about 30 million ?, reasons are given for the opinion that the expenditure for armaments is not permanently reducible by so large a figure as the amount set down for war. A total permanent outlay of at least 150 million ? is considered to be higlily probable, of which 80 million ? or over will be for Army and Navy.
6. The revenue has also increased greatly since 1861, viz., from about 70 to 130 million ? in 1900-01, and to an estimated figure of 14212 million ? in the current year.
7. It is considered, however, that notwithstanrding the increase of burden, the country is as well able to bear this load as it was to bear the smaller sum of 70 million ? levied in 1861 and 1871. It is pointed out that the population of Great Britain has increased 6o per cent. since 1861, and that with a very small increase of wealth per head, so large an increase of the progressive part of the population implies the doubling, and more than doubling, of the resources of the country. 8. A table is also given, cornpiled from the official returns, as to taxes repealed or reduced, and imposed or increased since 1861, showing that on balance the taxes have not been increased, btLt have rather been diminished in the interval. The diminutions amount to 7' million ?, and the additions to 6v*6 million ?, making a net reduction of 8-4 million ?. Reasons are given for the opinion that the real reduction is even greater, blut the fact is placed beyond question that the larger revenue now raised is not due in any way to new taxation as compared with 1861 and even 1871, but is exclusively an automatic growth, due to the increased productiveness of the former scale of taxation.
9. While taxation generally has not increased, great changes have occurred among the taxes themselves. While income tax and death duties have been increased enormously, indirect taxes have been struck off, particularly duties on tea and sugar, besides minor duties on corn, timber, and other articles, all of which, it is pointed out, were in existence at a time when Free Trade had been completely established, so that there is no question of Free Trade involved in the substitution in question.
It is submitted, then, in conclusion, without going into all the arguments pro and con, that the time has now come for reviewing the question of national expenditare in a business way with reference to the international position and duties of the country, and without any concern as to the ability of the country to meet what is required. The time would also appear to have come for inquiring into the reasons for substituting income tax and death duties for certain indirect taxes. It can hardly be contended that the change has been deliberately made, seeing that the reductions of indirect imposts were made in the buoyant days, when prosperity was advancing by leaps and bounds, and we were drinking ourselves out of the "Alabama " claims, while the increase of income tax and death duties has taken place quite recently as a ready means of getting money, and without any inquiry as to the actual duties that had been last got rid of. No question as to Free Trade, it may be again repeated, is involved, as the nation was never more free trading than it was in the sixties. One or two duties, such as the corn duty, may be technically a breach of Free Trade, but the mischief resulting from such a breach, as it was considered in the days of Cobden, is much less than the mischief of a high income tax which is now the substitute.
It is not proposed. however, to argue out the question here, but only to show that it is inevitably raised for discussion.
[ * There were Government grants in 1861 and 1871, as well as in later years; but the summary of the local taxation accounts in the " Statistical Abstract," from which the figures in this column were taken, does not go so far back as 1861, and the exact sums for comparison could onily be ascertained with difficulty. They would be less, and not more, than in 1881.
Note.-The amounts in column 1 do not appear in the ordinary accounts of Imperial revenue and expenditure. The amounts in the second columli include the imounts in the first column as well as in the grants. Retrospect, 1861-1901. [Mar. That optimism was especially noticeable in the passage where Sir Robert spoke of the paper which he proposed to read after the year 1905, and, whatever they might think of the present paper, that was a hope which they would all wish might be fulfilled. It was, he was sure, the hope of all preEent that Sir Robert would be able to fulfil his promise to give them alnother paper, and indeed, many others, after the year 1905.
GIFFEN-A Financial
The Right Hon. G. SHAW LEFEVRE said he felt it difficult to enter upon a discussion of Sir Robert Giffen's paper without raising questions of policy wider than it was perhaps desirable that that Society should embark upon. The whole of the paper was based upon the proposition that in the author's view the expenditure of the count'iry upon Army and Navy should be very largely increased. The statistical tables which Sir Robert had given were no doubt very valuable and very clear throughout, but they appeared to him to be a peg on which to hang the proposition enlarged upon at the end of the paper, namely, that a, considerable revision should take place in the taxation of the country in the sense that a larger proportion of the revenue shouldI be raised by indirect taxation upon the food of the country, and a, smaller proportion from the Income Tax and the Death Duties. This again was based on the proposition that the expenditure of the country upon the Army and Navy must be very largely increased. He could not himself subscribe to this. He did not believe it was necessary to increase the enormous expenditure of the country on the Army and Navy, but rather the reverse. He thought that the view of Sir Robert Giffen on this point was unfounded and unjustifiable. It seemed to arise from an exaggerated militarism. He entirely agreed with him in disregarding all other expenditure, such as that on Education and the Post Office. It, was mainly with the Army and Navy that they had to deal in commenting on the national expenditure. The expenditure on Army and Navy now amounted to 6o million ?.
It had nearly trebled since 1871, and had doubled since 1891. But Sir Robert Giffen not only thought it necessary to add another 20 million ?, but, not satisfied even with that addition, thought that another 2o million ? would have to be added, bringing up the total to ioo million ?.
With regard to the Navy, he would remind the Society that the expenditure between the years 1869 and 1894 under successive Governments amounted on the average to no more than io million ? a year. It then rose by degrees, and in 1891 it amounted to about I5 million ?. Since then it had been going up by "leaps and bounds," and now amounted to 30 million ?. Sir Robert Giffen was not satisfied with that enormous addition, and wanted to add another io million ? to it. His demands went far beyond those of the most extreme of naval alarmists. Even Lord Charles Beresford, in a speech he made a few days ago, stated that he considered an expeniditure of 30 million ? upon the Navy was quite sufficient, but he thought that the money might be better spent. Personally he was always inclined to discount Lord Charles' demands by 20 per cent. But Sir Robert Giffen, with hlis superior knowledge of the wants of the Navy, and he presumed of the intentions of other Powers, asked them to write down another Io million ? on that service. Then again as to the Army, the cost of which had doubled in the last ten years, they had been told recently by the Secretary for War that in his view the normal force should be 270,000 men, at an annual cost of 30 million ?, these estimates to include the provision of a force of 15,000 men in South Africa. Here again Sir Robert Giffen was not satisfied with the demands of the responsible chiefs of the Army, and asked us to write down another IO0,OOO men as being necessary for the permanent establishment-5o,ooo men being for the occupation of South Africa, and 5o,oco at homne to provide for their relief. The increased cost of this he estimated at 13 million ?. That was an alarming view of the future of South Africa. It would mean that for every able-bodied Boer in the two States which had been annexed as British Colonies, we should have to lkeep an armed British soldier as a sentinel or guard. He could not but hope himself that the war would end in an understanding with the Boers which would render it unnecessary to keep a large force in South Africa.
By acdding his estimated increase of 2o million ? to the existing expenditure of 6o million ?, Sir Robert having increased the expenditure on the Army and Navy by 20 million ?, arrived at a total normal expenditure of the country of I50 million ?, as compared with 130 million ?, the present estimate.
As the revenue for the current year was estimated at 142 million ?, it would appear that an increase of taxation would become necessary beyond the present war taxation. So far from giving them any hope that at the end of the war there would be a reduction of taxation, Sir Robert evidently contemplated a further increase.
Sir Robert then proceeded to make a comparison with the year 1861, and said that the present taxation was no greater in amount relatively than that in 1861, and that the country was just as well able to bear [Mar.
the burden now imposed upon it as it was to bear its burden in that year. He did not quite agree witlh Sir Robert's figures as to that, but he would assume that he was right and that the amount of taxation in 1861 was relatively about equal to that at the preselnt moment. He must remind the meeting that there were grave complaints in 1861 against the then taxation and the then expenditure. Having entered Parliament not long after that date, he could bear testimony to the strong feeling there was then in Parliament against the excessive expenditure of the country and the excessive taxation. As a result, with the concurrence of both parties, there was a areat reduction in the expenditure on the Army and Navy.
That average rate of expenditure was maintained by both parties, and was not increased for many years. It followed that Parliament was able to reduce the income tax from iod., at which it stood in 1861, to 4d. in 1871. It was able also to abolish the sugar duties, to reduce the tea duties by two-thirds, to abolish the remainiiicg tax upon wheat and timber, and in a variety of other ways to reduce taxation.
He believed himself that a great deal of the prosperity of the succeeding twenty or twefityfive years was due to this reduction of taxation, and to the husbanding of the resources of the country, and that much of the improvement in the condition of the labouring people resulted from the fact that taxes were taken off articles of food, such as tea, sugar, and wheat. But Sir Robert Giffen would go back upon all this. He considered it necessary to maintain the present war taxation, and to revise it in the sense of throwing the burden upon the food of the people. He (the speaker) did not think it was necessary to increase the expenditure of the country, and it would be a grave misfortune if Sir Robert's view were adopted, and the taxes upon tea and sugar were increased. If the present normal rate of expenditure were maintained, and not increased, it wouild be posgible at the end of the war, according to Sir Robert Giffen's figures, to reduce taxation by 20 million ?. That would enable the Chancellor greatly to reduce the Income Tax, to abolish the Sugar Duty, and to reduce the duty on tea, and to repeal the Coal Tax. For his part, he believed it might be possible to effect a still greater reduction in the naval and military expenditure, and he looked forward himself, therefore, to still further reduction of taxation. For these reasons he could not subscribe to the proposals of Sir Robert Giffen, which he thought were unwise and unnecessary, anid due to an altogether exaggerated view of the military wants of the country. Sir GUILFORD MqOLESWORTH, K.C.I.E., remarked that it was necessary in the first place to discriminate between the sources from which our finances were recruited. These were: First, from the proceeds of investments; Secondly, from industries and commerce. And, with reference to the first, it was necessary to carry back the retrospect further than 1861. In 1815, at the close of the war, the whole trade and commerce of the world was in our hands, our dependeuce on foreign supplies engendered by a policy of free imports had caused the price of wheat to rise to 126s. per quarter. The Corn Laws were then re-enacted and the policy of strict protection was adopted. The prosperity of England under this policy was very great. Alison in his " History of Europe " had stated: " There is no example in the annals of mankind of a nation having made such advance in industry, wealth, and number. During the thirty years which elapsed after tne Battle of Waterloo the population increased more than half, its imports doubled, its exports tripled, its shipping doubled, agriculture prospered. The dependence on foreign supplies steadily diminished until the grain imported on the average of five years preceding 1835 was only one two-hundredth part of the average year's consumption." The price of wheat steadily fell, and in 1835 was the lowest that has been reached during the half century 1800-50. The distress in 1843 which led to the anti-corn law agitation in England, and subsequently to the adoption of Free Trade, had nothing to do with the Corn Laws, for, excepting 1835, the price of wheat was lower than it had been during the century. It was a money famine, niot a bread famine. The whole of thle civilised world shared that wonderful tide of prosperity which was due to inventions in machiuery and manufactures, to the introduction of railways and steam navigation which set in about the year 1835, and was increased by the gold discoveries of 1850-55, but England was in a positionri to take the lion's share; slhe had, in fact, under a policy of strict protection, amassed enormous capital, and, when Free Trade was adopted in 1846, she was the great capitalist nation; she had the markets of the world in her halnds, she had a monopoly of manufacture, having then developed her coal, and her iron, and her textile industries, and she not only supplied every country with her machinery and manufaclures, but she also furnished capital for railways, and for every public work abroad, with the understandiing that plant of every description should be supplied from England; but it was to be feared that the last twenty or twenty-five years had made great inroads on her capital. She was living on her investments, spending more than she produced, as indicated by the excess of 173 million ? of imports beyond her exports in 1901. Turning to the second source of our wealth, the condition of our industries did not appear to justify the assertion that the period between 1861 and 1891 had been one of great and continuous prosperity. It would naturally take a long time for other nations to overtake her when she had so formidable a start, and it was not until twenty or twenty-five years after the introduction of Free Trade, in 1846, that the effects of our policy began to tell upon her, with the result that our agriculture had been ruined and our other industries had been struggling hard for existence. Our markets were contracting, no other civilised countries had adopted Free Trade, but all were inereasing their tariffs. Even our colonies had adopted the policy of protection. Evidence before the Royal Commissions appointed in 1879, 1885, and 1893, to inquire into the depression of our industries, showed that there was a permanent and increasing depression in British trade and industry, especially agriculture. Nearly three million acres of wheat had gone out of cultivation, and while the production of wheat had diminished so greatly [Mar.
in England, it had greatly increased in protectionist countries on the contineint. In 1891 the tin plate trade had been ruined by the McKinley Act, alnd had seriously affected the South Wales iron trade. The depression extended to almost every industry. Most of the witnesses before the Commissioners attributed the depression to increased foreign competition and to the burden of taxation, but especially local taxation. The increased discoveries of gold through-,out the world in recent years had somewhat improved trade a,nd caused a slight revival in our industries, but the competition of foreign nations was greatly increasing in intensity. Mr. Ernest Williams's Book, "Made in Germany," disclosed a very serious menace to our trade, and Sir Courtney Boyle was constrained to admit that the competition of Germany and the United States was very serious. The competition of America was far more formidable than that of Germany.
America was handicapped by wages nearly double those which prevailed in England, and by the heavy tarifE of the McKinley Act, which our statesmen prophesied would be the raini of the United States. But durinog the decade 1890-99, under the McKinley tariff, the United States enjoyed great prosperity, and increased her exports by nearly 85 million ?, while our increase was represented by less than I million ?. America increased her exports by 48 per cent. in ten years, while England increased her exports by only ; per cent. This, he urged, was a proof that the time had come to review our policy. He proceeded to criticise our system of taxation, and pointed out that Mr. McKinley had shown that between 1870 and 1880 Free Trade had increased our rate of taxation by over 24 per cent., whilst the United States in the same decade had diminished it by nearly Io per cent. Sir Robert Giffen's comparison of taxation per head of population was misleading. Our present fiscal policy did not tax the masses directly pro rata, but placed the burden on the wealthy classes-that is, on the capitalists, or, in other words, mainly upon our industries. This told heavily upon them in competition with the foreigner, and ultimately re-acted on the working classes in reduction of wages and employment. Moreover, USir Robert had altogether neglected to take into account that local taxation of which the burden was so heavily felt, and which amounted to more than IOO million ? in 1901. It had nearly quadrupled in the last twenty-four years, and was increasing by leaps and bounds. We had imported in 1900 manufactured goods to the value of 55 million ?, and food to the value of I20 million ?, but not a penny has been paid by the foreign producers of these -articles as their share of the burden of taxation. How could our industries sustain competition under such unfair conditions ? Our system of direct, instead of indirect, taxation transferred to our shoulders that burden which ought to be borne by the foreign producer.
Sir FRANCIS S. POWELL, Bart., M.P., Eaid the speech of Sir Guilford Molesworth was a consoling speech, because it showed that the optimistic feelinog of the author of the paper mas not without its antidote.
His own sympathies were with the reader of the paper rather than with the gloomy tone of Sir Guilford Molesworth. The figures as to pauperism, issued only a few days previously, by no means showed a growth of poverty. The paper being "A Financial Retrospect," dealt rather with the past than with the present, and he fully sympathised with Sir Robert Giffen in deprecating political discussion at a meeting of that class. They were dealing with cold statistics, and they looked forward to the future not with a view to expressing an opinion as to the wisdom of a policy, but in order to fix their minds upon the inevitable-a future which no discnssion could alter, and which appeared to be governed by the circumstances of the times in which they were living. Whether this policy were wise or foolish, there could be no question that it must lead to a considerably increased expenditLire, both upon the Army and upon the Navy, for some years to come. He did not think that a statistician, dealing with the question from a statisticiani's point of view, would act wisely if he ignored what he regarded as the elementary facts of the situation. It was impossible to master all the author's figures at one effort; but he thought it also impossible to hear suclh a paper read without feeling the great blessings which had resulted to this country from a liberal financial poliev. He certainly hoped that we should never go back to Protection in any form whatever. Upon this question fallacies were beginning to pass current as truths, and the time had come when these errors should be eliminated by carefLil and full discussion. The danger to Free Trade was in silence, not in debate. He was always glad on occasions of this kind to hear remarks which would cause people to think and to express the conclusions they had reached.
Mr. H. BIRCH ENOUGH spoke of the great obligation, not only of that Society, but also, he thought, of the public at large, to Sir Robert Giffen for his exceedingly luminous paper. One of the most valuable points which Sir Robert had made was his bringing out in so very clear a manner the exceedingly narrow basis.-in his opinion the dangerously narrow basis-on which our system of taxation rested. In this country we had rather an evil habit of building, large superstructures upon very narrow bases. Our system of credit, for example, rested on the very narrow basis of the reserve of gold in the Bank of England; our military system rested on the narrow basis of voluntary enlistment; and our system of taxation rested on the narrow basis of drinik and tobacco, the income tax and the death duties. Out of the whole revenue raised we derived 40 million ? a year from the income tax and the death duties, and 50 millioui ? from drink and tobacco, in all go million ? from these limited and exhaustible sources. He did not know the exact difference between a political and an econom.3 discussion, and he thought it difficult to discuss economic questions of this kind, which were also practical questions, without touching upon political controversy. It was obvious that the war, and still more the great changes in the international position, had brought entirely new factors into the financial situation. Money had to be found in one way or another to meet our national obligations. It had been easy to raise 6o million or 70 million ? a year by direct They could not possibly confine themselves to sources which were practically exhausted, and would be driven by the necessities of the situation to seek a very much wider basis of taxation than that to which they had hitherto been accustomed. There were many taxes which could be levied, and which would have to be levied in the course of the next two years, which would be technical breaches of Free Trade principles. He did not for one moment, fear the exercise of such taxation. The suLgar tax had already led the way, and he thought it was plain that similar taxes must follow this year upon commodities of various kinds. Their aim must be as far as possible to widen the basis of taxation without inflicting any serious injuly on the trade of the country.
Mfajor P. G. CRAIGIE tbanked Sir Robert Giffen for acceding to the request to put clearly before them certain elementary facts which, in the light of the national position at this moment, it had seemed to many of his colleagues on the Council it would have been a dereliction of their statistical duty to have left disregarded. Sir Robert, in sharply contrasting the nation of 1861, and the taxes, the duties and the functions of Government which then obtained, with the nation as we knew it to-day, with its vaster population, its extending empire, its increasing responsibilities, and its still more largely-increasing wealth, had presented to them two pictures which they would, as statisticians, do very well to study in detail. He hoped they would go home from this discussion determined to look further into these suggested figures, and he thought he could promise Sir Robert Giffen that long before 1905 they would have many fiscal debates, not only at the meetings of that Society, but througlhout the country, as the immense changes in their position became recogniised. The views that would be taken and the opinions that would be expressed as to the resultant action were by no means likely to be identical or unanimous; but it was their business, as men of figures, to see that they had got all the factors clearly set out. Whether Sir Robert was right in his method of selecting particular years rather than groups of years for measuringy the growth of taxation was a matter open, as he woould himself admit, to statistical argumnent. He would, too, have liked for his own part, to have brought the parallel pressure of local taxation more directly into account. BBut where the change was so large as this, and the contrasts themselves were so huge, the qualifying difference between aniy one year, or any two or three years, might be masked in the broad general effect of the figures presented.
There was no doubt that the functions which Government had assumed at the present time were entirely different from the narrow conceptions of Government which prevailed some forty or fifty years ago. That in itself was a justification for re-discussing the whole question of the basis of taxation. Again, on the question to which Mr. Shaw Lefevre had especially directed attention, namely, the growth of naval expenditure, no one who had inquired into and realised the real facts behind these big figures could doubt that, comparing relative cost with relative force, the cost of warlike material and of the necessity of national defence had largely enhanced. Ships and guns, and even meni, all cost individually far more than they had done forty years previously. If they were going to protect their country at all, they must expect a normally larger expenditure. The cold dry light of the figures before them left no alternative, whatever questions of policy might be involved. The question for statisticians to discuss was not policy but fact, but it was a further duty both for the politician and the statistician to see how the burden of taxation might be fitted to the back of the taxpayer. Certain measurements of the breadth of national back were laid before them now, and they had to see whether those were true measurements, and whether there had not beeii, as suggested, a slipping on one side of the burden, which could be carried with ease if adjusted fairly on each shoulder. If the contrasts now before them were correct, the nation and the empire could stand the taxation threatened. It was not so much its magnitude, as they must all agree, that need frighten them, but rather the question whether the pressure of that taxation should be spread over a wider or narrower section of the community.
Mr. CEDRIC ERLUND said he had quite recently returned from an extended trip through most of the important countries of the world, in the course of which he had had the opportunity of meeting a very large number of the leaders of commerce, and the interesting paper which Sir Robert Giffen had read seemed to, him to be in the nature of a foundation from which to build up certain conclusions, having in view what was occurring to-day and what would be happening to-morrow. He did not believe that industry in Germany was at all as depressed and stagnant as was supposed by those who had only superficial knowledge of the prevailing conditions. The difficulty largely arose from their antiquated system of banking, which caused delay in the transfer of credits. Only actual cash was used in the commerce of the country, and so from nine to fifteen times as much cash was required there as was the case in England, in the United States, or in the British Colonies. This stringency caused the present lack of competition on their part with our manufactures; but that state of things could not long continue, and therefore far keener competition from Germany might be expected in the near future. From the United States they must also expect far greater competition. Great syndicates were making arrangements to acquire a large proportion of our mercantile marine. to be reinforced by vessels now being built on the other side of the Atlantic, for the purpose of transporting their manufactured products, such as cotton, iron, and steel, not only to the continent, but even to carry cotton to Manchester. The intention was to get the great bulk of our exports by substituting American for British coal in these ships-five-sixths of our entire weight of exports being in coal-and to introduce the more highly finished products on the top of that. In his judgment, looking to the future, the resources of the country must be protected,-not using the word protection in its anti-Free Trade sense. If they were to meet the present or increased expenditures, it should be the policy of whatever Government might be ini power to give the colonies every nnilq1,i mA.ns of developing themselves by a freer interchange of Miscellanea. ther colonies and with the home country by taxing foreign goods. Only in that way could the prosperity of the Empire and its ability to meet its increasing burdens be maintained.
Sir ROBERT GIFFEN, in reply, said he did not think there was much in the discussion that called for observation, especially as upon some of the points raised he had already had the opportunity of saying a great deal before this paper was prepared. Mr. Shaw Lefevre ought not to have spoken of him as an " advocate" of a large military and naval expenditure. He was undoubtedly in favour of an increase, but he was not an " advocate " in the ordinary sense of the word. It was unavoidable in his view that further expenditure should be incurred, but the necessity was an unpleasant one, as he had stated in the paper. What he wished our public men to do was to look into the matter deliberately and carefully, and with proper regard to economy, and see what they must do, whether they liked it or not, instead of waiting till circumstances forced them, when the work was certain to be done badly and at an excessive cost. That was really the whole effect of what he had said about a probable increase in the military expenditure. Mr Shaw Lefevre had dwelt much on what was called the ordinary as distinguished from the extraordinary expenditure, representing that he (Sir R. Giffen) was in favour of increasing the ordinary expenditure.
But the distinction which was now made in respect of the Army between the ordinary expenditure and the so-called war expenditure, was altogether improper and unjustified, and he (Sir R. Giffen) had refused to recognise the distinction, and had spoken of the two together as not likely to diminish greatly from the present total. We were in the habit of criticising such distinctions when they appeared in the budgets of foreign nations. We had to face the expenditure, and what applied to foreign States applied to ourselves; and whether we called it ordinary or extraordinary, it did not make much differ ence. He maintained that, taking the present figure of expenditure at about i8o million ? upon the estimates of the current year, it was not a figure in respect of which, as wise and prudent men, they could look forward to any great reduction at a very early period, or one below the total of i 50 million ? he had mentioned. He might be quite wrong in the view he took of the South African occupation, and of the international position; but what he was anxious for was that the ,subject should be discussed, and that public men should really
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on Sir Robert Giffen's Paper. 85 face the situtatioin, anid discuss the facts as they were. They ought to lay before the country the true conditions of the internationial position, and explain what provision ought to be made. When that; was done, he had no doubt we should have the figures of wbich he had spoken, but without its being done there was no use declaiming against high expenditure. There had been many discussions regarding the expenditure upon the Army and the Navy in his time; but he could not remember one in which the position was really faced, and the country was told the substantial truth as to the exigencies of the international position, and what would really have to be done. Mr. Shaw Lefevre said he recollected, as he (Sir R. Giffen) recollected, the feeling which prevailed in Parliament against what was thought to be high taxation.
It was for that reason amongst others that he (Sir R. Giffen) had referred to the famous debate on Mr. Stansfeld's resolution in 1862, because events had immediately proved quite conclusively that all the talk about excessive expenditure and excessive taxation at that time was in the air: there was nothing excessive in the taxation, becauise in the next ten years the country was in so prosperous a condition that the revenue grew by leaps and bounds, and enabled the Government to dispense with a great many of the so-called excessive taxes.
He was not quite sure but that the neglect of our public men in past times to look into the facts of the international position, and to prepare the country, as they ought to have done, for the fulfilment of its international daties, had not resulted really in a very great loss to the country. He agreed with what Mr. Birchenough had said as to the disposition of people in this country to carry on business on too small a foundation, and thought the illustrations which he had given were very much to the point. He remembered a remark which was made privately to him by a distinguished officer three years previously, before the South African war broke out, namely, that we were working our army on a high-pressure system, which would not answer. The South African war bad proved this only too conclusively. That high-pressure system had been the cause of much loss of life, and a great deal of our indirect losses in prestige and otherwise. We must look into Army and Navy matters closely now, and see that this high-pressure system was relieved. It was no doubt an omission in his paper that he had not dealt with local taxation: he could only express his regret that time did not enable him to do so. No doubt a paper like this should be regarded as merely preliminary, and he hoped that they would have a great many other discussions not merely about imperial, but about local finance also, and if he should have helped in any way to prepare the ground, he would have cause to regard this paper with some satisfaction.
The CHAIRMAN said it only remained for him, as he was sure all would wish, to move a cordial vote of thanks to Sir Robert Giffen for having given them so excellent a paper.
